D.P.U 93-7B
Application of Nantucket Electric Company:

(1) wunder the provisions of GL. c. 164, 8§ 94G and the Conpany's
tariff, MD. P.U 193B, for approval by the Departnment of Public
Uilities of a change in the quarterly fuel charge to be billed
to the Conpany's custonmers pursuant to neter readings in the
billing nonths of August, Septenber, and Oct ober 1993; and

(2) for approval by the Departnment of rates to be paid to
Qualifying Facilities for purchases of power pursuant to 220
CMR 8.00. The rules established in 220 C MR 8.00 set forth
the filings to be nade by electric utilities with the Departnent,
and inplenment the intent of sections 201 and 210 of the Public
Uilities Regulatory Policies Act of 1978.

APPEARANCES: Stephen H. August, Esq.
Keohane & Keegan
21 Custom House Street
Bost on, Massachusetts 02110
FOR: NANTUCKET ELECTRI C COMPANY
Petitioner

Jane Wl ton

22 North Pasture Lane
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Limted Partici pant
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l. | NTRODUCTI ON
On June 28, 1993, pursuant to GL. c. 164, 8 94G and 220

C. MR 8.00, Nantucket Electric Conpany ("Nantucket" or
"Conpany") notified the Departnment of Public Uilities
("Departnent”) of the Conmpany's intent to file a quarterly change
toits fuel charge in conformance with its tariff, MD. P.U 193B
and to its Qualifying Facility ("QF") power purchase rates in
conformance with its tariff, MD P.U 193B. The Conpany
requested that both these changes be effective for bills issued
pursuant to neter readings for the billing nonths of August,
Sept enber, and Cctober, 1993. The matter was docketed as D.P. U
93-7B

Pursuant to notice duly issued, a public hearing on the
Conpany's application was held on July 22, 1993, at the
Departnent's offices in Boston. Notice of the hearing was
publ i shed by the Conpany in the Nantucket Inquirer and Mrror
The Conpany al so conplied with the requirenent to mail a copy of
the notice of the hearing to all persons w th whomthe Conpany
has special retail contracts that do not incorporate a filed
rate, and to all intervenors and their respective counsel from
t he Conpany's prior two fuel charge proceedings. Jane Walton, a
residential custoner of the Conpany, was granted status as a
l[imted participant in this proceeding (Tr. at 3).

At the hearing, the Conpany sponsored one W tness:

Dougl as Kenward, director of planning and regulatory affairs for
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t he Conpany. The five exhibits submtted by the Conpany were
adm tted into evidence!

Nant ucket supplies electricity at retail cost to the
| sl and of Nantucket, which is not interconnected with the
mai nl and or with any other electric conpany or system Thus, the
Company i s distinguishable from nost other New England utilities
inthat it is conpletely dependent on itself and any nonutility
power producers on Nantucket Island for its generation needs.
The Conpany's generating plant consists of thirteen internal
conmbustion (diesel) engines and associ ated generators, variously
sized from 700 kil owatts ("KW) to 6,900 KW with a total
installed generating capacity of approximtely 32,250 KW The
Conmpany has 7,540 custoners on a nonthly basis, of which
approxi mately 2,000 are year-round custonmers. In its 1992 annual
report to the Departnent, the Conpany reported retail ed revenues
of $11,940,184 fromthe sale of 83,661 negawatt hours of
electricity.

1. FUEL CHARGE

On July 15, 1993, the Conpany filed with the Departnent its
proposed changes to its fuel charge and QF power purchase rates
for August, Septenber, and October 1993. For these billing
nont hs, the Conpany proposes a fuel charge of $0.05277 per

1 Exhibit N5, Nantucket's unit and system perfornance goal s
for April 1, 1992, through March 31, 1993, was admitted into
evi dence, however, the Departnent informed the Conpany that
further investigation into these matters is necessary and a
separate hearing will be conducted at a |ater date (Tr. 4).
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kilowatthour ("KWH') (Exh. N-1, at 6; Tr. 5). Nantucket has
i ncluded the increnmental expense associated with | easing and
operating two 1,750 KW energency diesel generators required to
provi de the Conpany with sufficient reserve capacity while an
overhaul of Unit 7, the conpany's |argest generator is being
performed (Exh. N1, at 7; Tr. at 7)2 In its calculation of the
proposed fuel charge, the Conpany first estimted the cost of
fuel and purchased power for the three nonth period comrencing
August 1, 1993 at $1,043,312.30 (Exh. N1, at 5. Fromthis
amount, M. Kenward added $113,888.89 to take into account the
reconciliation for the prior four-nonth periodi@.). This
results in a total to be collected of $1,157,201.19 which is
di vided by the estimated sal es of 21,927,216 KWH (for the three
nont hs comenci ng August 1, 1993) resulting in the proposed fuel
charge of $0.05277 (d. at 5-6).

The proposed fuel charge is $0.00022 per KWH | ess than the
fuel charge of $0.05299 per KWH approved by the Departnment in
Nant ucket El ectric Conpany D.P.U. 93-7A (1993) for neter

readings for the billing nonths of May, June, and July 1993 d.
at 8). M. Kenward stated that the decrease in the fuel charge

is attributable to a decrease in the cost of fuel projected for

2 Nant ucket has placed the costs associated with the | ease and
operation of the emergency diesel generators in the fuel
charge nmechanism citing Massachusetts Electric Conpany,
D.P.U 90-261 (1991) (Company letter, dated July 15, 1993).
The wunits were put in service on June 21, 1993, and are
e§pected to be operating until early August, 1993 (Tr. at 7-
9).
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the forthcom ng quarter, conbined with an increase in projected
KWH sales (id. at 9; Tr. at 6). Further, M. Kenward al so stated
t hat the Conpany has projected an underrecovery of $113,888. 89

t hrough July 1993, because of the expenses associated with the
repl acement of Unit No. 7, as well as the fact that the |eased
conmbustion turbines consune nore fuel than the diesel unit (Tr.
at 7-8).

[11. QUALI FYI NG FACI LI TI ES

Pursuant to the Department's rules in 220 C MR § 8. 06t
seq., rates to be paid to QFs for short-run power purchases are
set with the sane frequency as the fuel charge. A QF is a snall
power producer or cogenerator that neets the criteria established
by the Federal Energy Regulatory Commission in 18 C F. R
§ 292.203(a) and adopted by the Departnent in 220 CMR § 8.02.

Pursuant to the governing regul ations, the Conpany is
required to cal cul ate short-run energy purchase rates on a
ti me-of -supply basis for two rating periods: peak and of f - peak.
In addition, the Conpany is required to calculate a
non-tinme-differentiated rate,i.e., a total period rate, which is
a wei ghted average of the time-of-supply rates, where the

wei ghting is a function of the nunber of hours in each rating

period. See 220 C MR § 8.04(4)(b).
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The Conmpany proposed the follow ng standard rates to be paid
to QFs during August, Septenber, and October 1993:
Energy Rates By Voltage Level (M1 s/ KW)

Vol t age Level Peak O f - Peak Tot al
Primry $0. 06761 $0. 06380 $0. 06635

Short-Run Capacity Rates (M| s/ KWH)

Vol t age Level Short Run Capacity Rate
Primary $0. 021936
| V. FI NDI NGS

Based on the foregoing, the Departnent finds:

1. that the fuel charge to be applied to Conpany bills
i ssued pursuant to neter readings for the billing nonths of
August, Septenber, and October 1993, shall be $0.05277 per KWH.
(The cal cul ation of the fuel charge is shown in Table (1)
attached to this Oder.)

2. that the qualifying facility power purchase rates for
August, Septenber, and October 1993, shall be the rates set forth
in Section Il above.

V. CRDER

Accordingly, after due notice, hearing and consideration, it

ORDERED That Nant ucket Electric Conpany is authorized to
put into effect a quarterly fuel charge of $0.05277 per KWH as
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set forth in Section IV, Finding 1 of this Oder for bills issued
pursuant to neters reading for the billing nonths of August,
Sept enber and October 1993; and it is

FURTHER ORDERED That the fuel charge approved herein shal

apply to kilowatthours sold to the Conpany's custonmers subject to
the jurisdiction of the Departnent and shall be item zed
separately on all such custoners' electric bills; and it is

FURTHER ORDERED That the Conpany's Qualifying Facility

power purchase rates for the billing nonths of August, Septenber,
and Oct ober 1993, shall be those set forth on page five of this
Oder; and it is

FURTHER ORDERED That the Conmpany, in all future fuel

charge proceedi ngs, shall notify all intervenors and their
respective counsel fromthe Conpany's prior two fuel charge
proceedings that it is proposing an adjustnent to its fuel

charge, and shall also notify these persons of the date schedul ed
for the hearing on the proposed fuel charge at |east ten days in
advance of the hearing; and it is

FURTHER ORDERED That the Conmpany, in all future fuel

charge proceedi ngs, shall provide all intervenors and their
respective counsel fromthe prior two fuel charge proceedi ngs
with a copy of its fuel charge filing, in hand or by facsimle,

on the sane day it is filed with the Departnment; and it is
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FURTHER ORDERED That, pursuant to G L. c. 164, 8§ 94G (a)

and (b), fuel costs allowed by this Order are subject to such
di sal | owance as the Departnent may determ ne in any subsequent
i nvestigation of the Conpany's performance period that includes
the quarter applicable to the present charges.

By Order of the Departnent,



